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DISCLAIMER

These training materials ametended as general guidance only and may or may not apply to a particular situatiot
based on the circumstances. The materials do not create any legal rights or impose any legally binding requirem
or obligations on the Federal Deposit Insurance Cotiporg§FDIC) and U.S. Small Business Administration (SBA).

The FDIC and SBA make no claims or guarantees regarding the accuracy or timeliness of this information a

material.

The content of this training material is not designed or intended to proviterigative financial, accounting,

investment, legal or other professional advice which may be reasonably relied on by its readers. If expert assiste

in any of these areas is required, the services of a qualified professional should be sought.

Referenceto any specific commercial product, process, or service by trade name, trademark, manufacture,
otherwise does not constitute an endorsement, a recommendation, or a preference by the FDIC and SBA or

United States government.
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Insurance for a Small Business

Instructor Guide

Money Smart for a Small Business Curriculum

arted

Usethis guide to help teach this training in an informative, engaging, ani
effective manner.

You can customize the informationlimsurance for a Small Business
meet the needs of your audience. However, it is usually a good idea to
include:

9 Introductions. Al l ows you to fAbreak-t
participant dialogue, and set the tone for the session.

1 Agenda and Ground Rules Helps patrticipants understand how the
training will be conducted.

1 Expectations Gives participants the opportunity tell you what they
expect to learn from the training.

1 Objectives Helps participants place the information to be learned in
proper context and ensures that the content is consistent with their
expectations.

1 Explanation of Participant Guide Format and Contents Serves to
keep participants on track with the presentation.

1  What Do You Know? Form and/or Pre-Test Helps you and training
participants to determine what they already know or do not know so
can customize the presentation accordingly.

9 Discussion Points Helps participants to reinforce learning.

1  What Do You Know? Form and/or PostTest Helps you and training
participants to gauge how well participants have learned the presen
content, giving you an indication of what content to reviéany, and
what additional materials participants may want to review on their o\
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Icons Guide
The following icons may be used throughout this instructor guide to indicate an activity type.

Presentation
Present information or

demonstrate an idea.

Discussion
Facilitate a discussion about

topic as directed.

Money Smart for a Small Business Curriculum

Review
Refer participants to and

summarize material providec
in the Participant Guide.

Assessment
Direct participants to take a

short test.

Ask a Question
Present a problem guestion

for discussion.
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Purpose
Thelnsurance for a Small Busines®dule provides an overview of how small businesses can manage risk through

insurance, as well as highlight the circumstances when insurance may be required by law.

Objectives
After completing this module, the participants will be able to:

1 Identify the types of insurance required by a small business
1 Identify other types of insurance a small business should consider
1 Explain why insurance is important for a smallibass

Presentation Time
Each topic has an approximate completion time. Use the suggested times to personalize the module based on your

a

participants®é needs and the given time period. All ow

Materials and Equipment

The materials and equipment needed to present this module are:

Instructor Guide

Participant Guide

PowerPoint slides (FDIC_SBA_INSURANCE.pptx)

Audiovisual equipment (such as a computer with Microsoft Office PowerPoint, overhead projector, and
microphoneif appropriate)

=A =4 =4 =4

Training Discussion Points
9 Discussion Point #1: Workpecific Insurance

9 Discussion Point #2: Required Insurance
T Di scussion Point #3: AKey Persono Policy
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Instructor Notes Presentation

5 minutes Welcome

Welcome taheInsurancefor a Small Busines®y taking this training, you

Welcome i i ildi [
ST are taking an important step toward building a better business.

1. Agenda

2. Ground Rules Agenda

3. Introductions We will discuss concepts, do group and individual activities, and have
time for your questions. There will be at least onenfiute break during
the class.

B
_ Ground Rules
Slide 2

If you have experience or knowledge in some aspect of the material, pl
share your ideas with the class. One of the best ways to learn is from €
other. You might be aware of some method that has worked weglbtioor
some pitfall to avoid. Your class contribution will enhance the learning
experience.

If something is not clear, please ask questions!

Introductions

Introduce yourself and share a little o Before we get startk | will share a little about myself and I would like to
your background and experience. ~ know a little bit about you. As you introduce yourself, state:

1 Your expectations

1 Questions and/or concerns about the training content

Recor d p aexpedtatonsp ar
guestions, and concerns on chart
paper. If there is anything you will no
teach, tell participants where the
information can be obtained. Check ¢
their responses at the end of the
training to show expectations were

Participant Materials

Each of you has a copy of thesurance for a Small Business Participant
Guide It contains information and discussion points to help you learn tt
material.

What questions do you have about the training overview?
Review Participant Guide conterdad

organization with participants.

Money Smart for a Small Business Curriculum Page 6 of 28
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Instructor Notes Presentation

Objectives

Ob't'_ After completing this module, you will be able to:
ectives
: A Identify the types of insurance which are required by a small

« Identify the types of insurance required by

a small business business.
+ Identify other types of insurance a small H : :

ook, Sighioely et A Identify other types of insurance that a small business should
« Explain w!ry insurance is important for a COﬂSIdeI’.

small business A Explain why insurance is important farsmall business.

Slide 3
10 Minutes What Do You Know?
essssssseeeeeesesssssw Bcf Oore we begi n, | et 6s deter mi ni
Vet Do Your Ko a small business.
Y:::: ;’.‘,’oﬁ”m‘;'l.‘ii”n‘;;"a“‘ © [If using the What Do You Know? Forin
— The What Do You Know? form on page 4 of your participant guide lets
Ny — compare how much you know before the training amd much you learne
after the training. Pl ease take
_ Trainingd column. Which stateme]
— AStrongl y[N@e: I§ting is lended,dnake sure you cover these
Slide 4 content areag.We will complete the second column when we finish the
training.

Use the What Do You Know? form
and/or the PreTest to gauge
participantsé
content and customize your
presentation, focusing on content wit
which they are least familiar.

[If using the PreTesi
P T 1 Take a few minutes to complete the Fast beginning on page 5 of your
participant guide. Which questions were you unsure of or were unable
answerqNote: If time islimited, make sure you cover these content arg:

As we progress through the training, you will find out if you answered €
question correctly.
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Insurance for a Small Business

Instructor: Date:

This form will allow you and your instructor to find out what you know about insurance, both before and after the
training. Please read each statement belowlé€ihe number that shows how much you agree with each statement.

Before Training After Training

(] ]

< o

2 S || ® 3

K% o || 2 )

a < a) <

> 3 > > 8 >

(@) 5 ) (@) (@] E‘J o 8
| can: S5 ®© © & S5 © 9 S

= & = = 5 2 o =

n» O < o n O < )

1. | can identifythe types of insuranaequired by a small
business

N
N
w
N
(B
N
w
N

2. | can identifyother types of insurance a small busines
should consider

3. I can &plain why insurance is important for a small
business
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Test your knowledge of insurance before you start the course.

1. Why is it important to have insurance? Select all that apply.
a. Helps to manage the risks involved in running a business
b. Some insurance is required by law or regulation
c. Can protect a business from lossf-income
d. | t Gosl foaplanning to reach new markets

2. Liability laws . For this reason it is important to

a. Can be difficuldt to understand é consi

der pur che

b. Hardly ever change é modsnsi der purchasing surety
c. Can change é stay infor med
d Can change €é purchase flood insurance
3. Traditional h 0 me o wnoteavey damage causeddynachervieaaed yousiness.
a. True
b. False

4. When selecting insurance which of the following questions is important to consider?
a. Wha t riotcovered by the insurance?
Does the insurance provide for growth of the business?

c. Does the risk of loss justify the cost of the insurance?
d. Both a. and c.
e. Allthree: a., b. and c.

5. When selecting an insurance company and agent, which of the followgiiis important to consider?

a. Size of the agency
Reviews in magazines, journals and blogs

c. Time of year (1 quarter vs. % quarter)
d. Both b. and c.
e. Botha. and b.

6. Typically, complaints about insurance (e.g., claim was not paid) are filed with which of thfellowing?

a. State insurance department or commissioner

b. Internal Revenue Service (IRS)

c. Federal Department of Insurance Regulation (FDIR)
d. Federal Deposit Insurance Corporation (FDIC)

7. Unemployment insurance is optional for businesses with fewer than 10 empées.
a. True
b. False

Money Smart for a Small Business Curriculum
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8. The maximum amount your insurer will pay if you have a valid policy claim is called the

a. Term

b. Deductible
c. Coverage
d. Cash flow

Money Smart for a Small Business Curriculum Page 10 of 28



Insurance for a Small Business

Instructor Guide

Instructor Notes

Presentation

15 minutes

I
Insurance for a Small Business
Six key areas
« Insurance your business may require
« Other types to consider
« Reasons for insurance

« Location-related considerations
« Selecting a policy, agency

and agent
« What to do after the purchase

Slide 5

Insurance Your Business May Require
State and Local Specific Requirements

« Always check with federal, state, county and
local governments

« Medical insurance with
specific coverage may
be required for employees

« Automotive insurance
coverage for vehicles
used in connection with
the business

Slide 6

Money Smart for a Small Business Curriculum

Insurance for a Small Business

We will cover the six key areas listed in this outline.

Insurance Your Business May Require

An insurance guide is often ava
site. You should also contact your state, county, and city with qugstior
regarding obligations you may have to purchase insurance. States ma)
provide guidelines on insurance company program requirements for sr
businesses (usually defined as those with 2 to 50 employees). State
guidelines may also describe requirementafmall businesiselfd to
provide employees with the opportunity to participate in health insuran:
programs, for example. Federal laws may be reflected in state laws, bt
advisable to review laws at both the federal and state level. You may a
want to contact federal agencies and state divisions that apply specifici
your occupation for any requirements that may pertain to you.

Many states also require autos to be insured for liability at a minimum |
whether the autos are used for beswor personal use. In a business
situation, you may be required to provide additional coverage and insu
for employees who use your personal or company vehicle.

Prior to contacting state, county, and city officials regarding insurance
requirementsyou may want to make a list of questions. To help compile
list of questions, do some investigative work. Consider searching the
internet for fdAsmall businesses
area. Jot down questions as they come to mind. gatback to review the
list of questions and organize them by priority.

Page 11 of 28
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Instructor Guide

Instructor Notes

Presentation

Other Liability Insurance

* Professional Liability Insurance
— May be requiredfor

= Certsin professional licenses

= Certificates of business or
professional business
registrations

= General Liability Insurance
+ Directors & officers

Liability laws change -Stay Informed

Slide 7

Discussion Point#1:
Work-specific Insurance

Review examples of work-specific insurance which are
required by certain licenses.
1. Here are a few to begin:
* Restaurant—-food business insurance

* Construction company —general
contractor’s liability

* Auto repair shop — business general
liability

2. Canvyoulist other professions that
require insurance?

ﬁ v
Slide 8

Refer to participant guide.

Money Smart for a Small Business Curriculum

Letds discuss some insurance op"
what your or your employees did (or did not do) that caused harm, inju
a loss tasomeone else.

Business owners providing services should consider havofgssional
liability insurance (also known as errors and omissions insurance). Thi
type of liability coverage will generally protect your business if sued for
malpractice, errorand negligence when providing services to your
customers. Depending on your profession, you may be required by yo
state government to carry such a policy. The issuance of certain licens
business certificates, and registrations require you to camispecific
insurance. Check with your state government for these requirements.

Check with your insurance agent to help decide if you should purchase
general liability policy to fully protect the business in the event of a clai

In addition, whik your state may not make it mandatory to provide liabil
coverage for directors or officers of a corporation, lawsuits could be file
response to what a director or officer of the company did or did not do.
protection can be obtained througb&O policy.

Your liability insurance needs change. Contact your agent to verify that
have the minimum, or greater, coverage at least once a year.

Discussion Point #1: Work-Specific Insurance

Insurance can beork-specific due to licensing requirements. Be sure to
check federal, state, and local laws. Here are a few examples:

A Doctor®) malpractice insurance

A Certified Public Accountands liability for specific work they
conduct on behalf of others and for errors
Lawyersd malpractice insurance
Construction companiéscontractors liability insurance
Engineers and Draftsmérerrors and omissions insurance
Lenders and Underwritgdserrors and omission insurance
Freight carrierd Automotive and liability insurance, dependiog
the materials being handled

To To o To I
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Instructor Guide

Instructor Notes Presentation

I

Worker’s Compensation Insurance

Protects against illnesses, injuries at work.
« Pays for rehabilitation, retraining

« Addresses payments to beneficiaries and
medical payout limits

« Required by most states,
check state laws

« Private or state administered

Slide 9

—
Unemployment Insurance

Benefits those who are unemployed
through no fault of their own.

« Willing and able to work, actively searching
« Federally regulated, state administered
« Check with state and Federal Dept. of Labor

« Always make payments,
avoid penalties

and actions (lien, 7

misdemeanor, felony) Hbre mg"‘
==
Slide 10

Money Smart for a Small Business Curriculum

Required Insurance for Employers

Businesses with employees are required by law to pay for certain type:
insurance: workers' compensation insurance, unemployment insurance
depending on where tlhiisiness is located, disability insurance.

Nearly every state has | aws reg.
This insurance protects employees against lost income resulting from \
related illnesses or injuries. These insurance laws address anmbiet

paid in, rehabilitation, retraining, beneficiaries, and medical payout limi

Some states allow a business owner to purchase insurance through a
commercial carrier or through the state Workers' Compensation Insura
program. Checkonyourstajeo ver nment 6 s websit
requirements in your state and what options may be available to you tc
the requirements. For example, some ditditated programs may provic

specific plans for sole proprietorships.

Unemployment Insurance

Unemployment insurance provides benefits to employees who become
unemployed through no fault of their own. They must be willing and ab
work and they must be actively searching for employment.

Federal laws regulate unemployment insuraboé state agencies
administer the programs. Employers remit tax payments to both federa
state funds. The federal tax amount is a percentage of the income earr
the employee, up to a specified amount for the calendar year. Each ste
provides catulations for payroll taxes. As unemployment claims rise, th
percentage of income to be remitted may also climb.

Businesses with employees are required to pay these unemployment
insurance taxes under certain conditidhgour business is required to pa'
these taxes, you must register your business with your state's workforc
agency. Information on unemploymenturasnce can be obtained directly
from your state and the U.S. Department of Labor.

Do not take the payment of this payroll tax lightly. Some employers fail

Page 13 of 28
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Instructor Guide

Instructor Notes Presentation

10 Minutes

T ——
Other Types of Insurance to Consider
* Property Insurance

« Commercial — natural disaster and theft

« Equipment — coverage in commercial policy
and repair and replacement of parts

« Inventory — suppliers
shipments and in stock

e
Slide 11

Other Types of Insurance to Consider
= Loss ofincome

= Life
» Disability
« Medical

Slide 12

Money Smart for a Small Business Curriculum

pay the required tax when cash flow is tight and fall into trouble. Penali
and interest cabe high and repeated failure to pay may result in a filing
lien. In some states, continued nonpayment may be considered a
misdemeanor or felony.

Disability Insurance

Some states require employers to provide partial wage replacement
insurance covage to their eligible employees for naork related sicknes
or injury. Currently, if your employees are located in California, Hawaii,
New Jersey, New York, Puerto Rico, or Rhode Island, you are likely
required to purchase disability insurance.

Other Types of Insurance to Consider

Property insurance for your business can replace or repair your buildin
its contents (such as equipment and inventory) in the event of fire, stor
damage, and other types of occurrences, as listed in the policy. The

definition of "property" can be bad and even include business interrupti

Even if you rent or lease a space, you may still obtain insurance on the
contents of the building. Inventory coverage is based on the average
inventory in the warehouse on a monthly basis. Depending on tlog,poli
this insurance covers goods owned and in your possession, on consigl
or sold and not yet delivered. Confirm with insurance vendors on the
coverage in place for stock ordered but not delivered to your location.
Shipping terms may also determinep@ssibility for a loss.

Property insurance policies come in two basic forms:
A All -risk policies covering a wideange of incidents and perils
except those noted in the policy;
A Peril-specific policies that cover losses from only those peril
listed in thepolicy. Examples of pers$pecific policies include
flood, earthquake, and business interruption insurance.

All -risk policies generally cover risks faced by the average small busin
while peritspecific policies are usually purchased when thereyis tigk of

peril in a certain area. Certain risks may require additional costs to upg
policy, such as the risk from heavy snow falls, which may not be cover:

Page 14 of 28
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Instructor Guide

Money Smart for a Small Business Curriculum

a basic policy. Consult your insurance agent or broker about the type ¢
business propér insurance best suited for your business.

FIl ood and earthquake insurance
required, especially in areas prone to these types of disasters. Even wi
earthquake does not damage a building, it can create indineetge by
causing a sprinkler system to flood a building, for example.

Property insurance may cover the contents of the building, but can you
your business survive until it is back up and running? {ofdmisiness
income policies will replace some¢éfe busi nessds in
operations are interrupted due to a covered loss, as well as certain oth
losses. Some policies begin paying after 30 days of the loss and othet
days. It is important to know the policy details so you are not sudpaise
time you can least afford it. Losd-income protection for a business can
added to a policy, but, for example, when a business is closed due to ¢
and the policy does not contain flood coverage, the policy may not pay
loss of income ithe event of a flood. Also, losses must be proven to be
paid. Be sure to keep accurate and organized records of income and
expenses.

Finally, although we are not talking about them in detail during the

workshop today, you may want to also consider lifgalility, and medical
insurance coverage.
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Instructor Notes Presentation

Discussion Point #2:
Required Insurance
Review examples of required business insurance.

1. Isyour business required by law to carry any
of thesetypes of insurance?
+  Liabiliy

+ Waoarker'sCompensation
+  Unemployment
! + Disability
2. If not required, should it carry the insurance

anyway? Why?

Slide 13

Refer to the participant guide.

|
Lender or Investor-Required Insurance

When financing, a lender or investor may
require you show insurance protecting:

+ Business assets (building, property)

+ Cash flow — provision for interruption of
business (e.g., reconstruction, repairs)

+ In the event of owner's gg
disability or death

Slide 14

Money Smart for a Small Business Curriculum

Discussion Point #2: Required Insurance

After the previous discussion of required insurance, please discuss the
insurance requirements of your businessitia be created by law.

Even if insurance is not required by law, do you think it would be a goo
idea to purchase it? What would happen if you did not have insurance
had a covered loss?

Lender or Investor-Required Insurance

Financingyour business creates risk for a lender or inveSwprotect the
bank or investor, certain insurance obligations may be spelled out in yc
financing agreement.

A loan may require providing the lender proof of adequate insurance
coverage on a buildingnd other property necessary for continuing
operations. The requirement may include a provision for the interruptio
business by providing for funds during the time of reconstruction or rep
A bank may al so requirgeebadonit]
protect the bankdés interests in

Many banks and government | oan
(al so known as a fAikey mano poli
continuity when a person whovgal to continued operations dies or
becomes ill. A policy may supply funds for a transition period in the eve
of the death or illness of the covered person or if he or she is called to
duty status in the military. Another option the lender nakgtis to stipulate
that the borrower purchase a standard life insurance policy that names
bank as the primary beneficiary or a third party beneficiary. The amour
insurance coverage must be no less than the original balance of the loi

Page 16 of 28



Insurance for a Small Business Instructor Guide

Instructor Notes Presentation

Discussion Point#3: i Key Per sono Pc

- , p— 1. Do you have a list of the names who could run your business or the
Activity 3: “Key Person” Policy . . . .
Think about and respond to these discussion points. W0u|d trust tO dO SO, |f yOU were |” fOf an extended penOd Of t|me7
e s o e s List who would takeover your business in the event of your death.
to do so, if you were ll for an extended . .
period of time? Do you have a plan for your business in the event of your death?
2. List who would take over your businessin . . .
/ the event of your death. Is there a family member or trustee named to liquidate the assets?
3. Do you have a plan for your businessin .
the event of your death? What about employee ownership?
4. |stherea family member or trustee . . . .
named to iguidate the assets? Would selling to the employees provide incolme spouse not involve
pr— in the business?
7. Do you have life insurance to cover all liabilities of the business?

o0k wN

Slide 15

Activity 3: “Key Person” Policy

5. What about employee ownership?

6. Would selling to the employees provide
income to a spouse not involved in the
business?

7. Do you have life insurance to coverall
liabilities of the business?
Slide 16

Refer to the participant guide.
Surety Bonds

A ——————. A surety bond s a form of guarantee for contract completion. An ollaye
Surety Bonds

Asurety bond i issued by a third party, known as a business) seeks a principal (or contractor) to fulfill a contract. But the

ty, tee th d ill fulfill it . . .. .
Zlélriegatigrs\sao%ur:;ae: seertai(?\sI:\fv:nlftp:ertZev:ong ;;a:t; business who is hiring the contractor wants to be assured that the proje
fails to do this, the bond the d g . . . .
R e be completed as required. To insure the business a successful deliver

* Required for some licenses or permits (e.g., car

SeiE oehellon: o el) the contract, the eractor buys a surety bond so the surety company

« Protection for consumers and

for government Umdd®|| becomes responsible for the con-
- g ;  GuaranTEED
« “Bid bond” may be required to =l

defaults, the surety company can either find someone else to fulfill the
contract or compensate the financial losses of the obligedghér words,

the surety assures a successful contract because it assumes all financ
Slide 17 obligations if the contractor does not deliver. Most public construction

submit a bid to the government |

Money Smart for a Small Business Curriculum Page 17 of 28
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Instructor Notes Presentation

15 Minutes

Reasons for Insurance
Why is it important to
have insurance?

+ Manage the risks involved in business
+ Protection of assets — cash or property
« Protection from loss of income

+ Maintain continued financing

« Protection from injuries and damages
received or inflicted

Slide 18

Reasons for Insurance

« Legal and regulatory requirements
« Retention of employees

« Business continuity — recovery
from disasters, systems
continuations, maintains cash flow

« Protection from errors

Slide 19
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contracts and some private proj
contractor biddig on a government project, there is a good chance that
will need a surety bond.

There are three types of surety bonds:

A Bid Bond Guarantees that the bidder on a contract will ente
into the contract and furnish the required payment and
performancdonds if awarded the contract.

A Payment BondGuarantees that suppliers and subcontractor
will be paid for work performed under the contract.

A Performance BondGuarantees that the contractor will perfor
the contract in accordance with its terms and candit

Some types of businesses that are required to purchase bonds to sect
licensing include car dealers, mortgage brokers, loan officers, professit
in healthcare, professionals handling or administering an estate, and
construction contractors.

Reasons for Insurance

Insurance manages the impact of risks on life and business. Without
insurance, we would be left to bear the brunt of the costs of casualties.
Whether your cash deposits in the bank are protected with FDIC insure
or you are protecting real, personalposiness property from losses,
insurance can replace or repair the damages. Insurance is a precautiol
measure that diminishes the adverse effects an event can have on yoL
business, and your family.

Lossof-income insurance could mean the diéfiece between success anc
failure in the event of an accidental injury or illness. This income assist
making payments during those difficult times.

Purchasing required insurance and paying the premiums will keep you
business running. Failure to complith federal, state, county, and local
regulations can have repercussions that damage the reputation of the
and the business.

Disasters, system crashes, and electronic downtime will happen. Shiel
your business from these effects with insuggrecplan for business
continuity, and reliable system providers are constructive steps to man
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Instructor Guide

Slide 20

Slide 21
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your assets. Cash flow returns to normal in an expedited manner and |
that could have closed the doors are minimized. Business owners desi
have tle best products, employees, and market reputation. However, fe
work, inadequate, or hazardous products, damages, and incidents do |
Liability insurance minimizes these effects on the business, assists in
settlements, and allows the business tttiooe.

Insurance and benefit packages are incentives to help retain employee
Employees may think twice about leaving your business for the compe
if they particularly appreciate the benefits your business offers.
Unempl oyment an datiom msutareces @fford warkerp e
support in less favorable times or when injured at work.

Location-Related Considerations

A couple of options are available to a heb@sed business owner. Many
homeowner sd p ahcoverage @ rider, for exampke)dfat thi:
type of business and will include liability protection from injury to a

customer or employee on the pre

renterds insurance policy ( vws$st h
activity. For example, if your home were to catch fire due to a short circ
in your business equipment, you

not cover the damage, unless you had purchased small business cove

The other alternative is a septe business policy. This policy is beneficie
to those with more than one location for business or for businesses wit
product manufacturing in a different location. A product or property
belonging to others, which is being repaired or worked on ihdhee,
should be covered from damages such as fire, water, and theft.

Retailer liability insurance is similar to insurance for a hdrased busines:
but with higher degrees of coverage. Protection from theft of inventory,
credit card theft, or loss oéceipts and coverage for a personal vehicle u
in connection with deliveries may be needed for a retailer. Separate

locations could be placed under one policy, but confirm with your agen

Commercial insurance builds on retailer insurance. Many cfaghe
coverage types apply, but added equipment, fixtures, customer traffic,
multiple locations, and additional employees may require greater covel
Construction liability for past projects or products, medical liability,
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